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United States health risks as described
in §57.2(n) (subject to any applicable
exclusions for amounts that are not
health insurance as described in
§57.2(h)(2)) unless the covered entity
can demonstrate otherwise.

(¢) Determination of amounts taken into
account. (1) For each fee year and for
each covered entity, the IRS will cal-
culate the net premiums written for
health insurance of United States
health risks taken into account during
the data year. The resulting number is
the numerator of the fraction described
in paragraph (d)(1) of this section.

(2) For each fee year, the IRS will
calculate the aggregate net premiums
written for health insurance of United
States health risks taken into account
for all covered entities during the data
year. The resulting number is the de-
nominator of the fraction described in
paragraph (d)(2) of this section.

(d) Allocated fee calculated. For each
covered entity for each fee year, the
IRS will calculate the covered entity’s
allocated fee by multiplying the appli-
cable amount from paragraph (a)(3) of
this section by a fraction—

(1) The numerator of which is the
covered entity’s net premiums written
for health insurance of United States
health risks during the data year taken
into account (described in paragraph
(c)(1) of this section); and

(2) The denominator of which is the
aggregate net premiums written for
health insurance of United States
health risks for all covered entities
during the data year taken into ac-
count (described in paragraph (c)(2) of
this section).

§57.5 Notice of preliminary fee cal-
culation.

(a) Content of notice. Each fee year,
the IRS will make a preliminary cal-
culation of the fee for each covered en-
tity as described in §57.4. The IRS will
notify each covered entity of its pre-
liminary fee calculation for that fee
year. The notification to a covered en-
tity of its preliminary fee calculation
will include—

(1) The covered entity’s allocated fee;

(2) The covered entity’s net pre-
miums written for health insurance of
United States health risks;

26 CFR Ch. | (4-1-15 Edition)

(3) The covered entity’s net pre-
miums written for health insurance of
United States health risks taken into
account after the application of
§57.4(a)(4);

(4) The aggregate net premiums writ-
ten for health insurance of United
States health risks taken into account
for all covered entities; and

(5) Instructions for how to submit a
corrected Form 8963, ‘‘Report of Health
Insurance Provider Information,” to
correct any errors through the error
correction process.

(b) Timing of notice. The IRS will
specify in other guidance published in
the Internal Revenue Bulletin the date
by which it will send each covered enti-
ty a notice of its preliminary fee cal-
culation.

§57.6 Error correction process.

(a) In general. Upon receipt of its pre-
liminary fee calculation, each covered
entity must review this calculation
during the error correction period. If
the covered entity identifies one or
more errors in its preliminary fee cal-
culation, the covered entity must time-
ly submit to the IRS a corrected Form
8963, ‘‘Report of Health Insurance Pro-
vider Information,” during the error
correction period. The corrected Form
8963 will replace the original Form 8963
for all purposes, including for the pur-
pose of determining whether an accu-
racy-related penalty applies, except
that a covered entity remains subject
to the failure to report penalty if it
fails to timely submit the original
Form 8963. In the case of a controlled
group, if the preliminary fee calcula-
tion for the controlled group contains
one or more errors, the corrected Form
8963 must include all of the required in-
formation for the entire controlled
group, including members that do not
have corrections.

(b) Time and manner. The IRS will
specify in other guidance published in
the Internal Revenue Bulletin the time
and manner by which a covered entity
must submit a corrected Form 8963.
The IRS will provide its final deter-
mination regarding the covered enti-
ty’s submission no later than the time
the IRS provides a covered entity with
a final fee calculation.
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(c) Finality. Covered entities must as-
sert any basis for contesting their pre-
liminary fee calculation during the
error correction period. In the interest
of providing finality to the fee calcula-
tion process, the IRS will not accept a
corrected Form 8963 after the end of
the error correction period or alter
final fee calculations on the basis of in-
formation provided after the end of the
error correction period.

§57.7 Notification and fee payment.

(a) Content of notice. Each fee year,
the IRS will make a final calculation
of the fee for each covered entity as de-
scribed in §57.4. The IRS will base its
final fee calculation on each covered
entity’s original or corrected Form
8963, ‘‘Report of Health Insurance Pro-
vider Information,” as adjusted by
other sources of information described
in §57.4(b)(1). The notification to a cov-
ered entity of its final fee calculation
will include—

(1) The covered entity’s allocated fee;

(2) The covered entity’s net pre-
miums written for health insurance of
United States health risks;

(3) The covered entity’s net pre-
miums written for health insurance of
United States health risks taken into
account after the application of
§57.4(a)(4);

(4) The aggregate net premiums writ-
ten for health insurance of United
States health risks taken into account
for all covered entities; and

(5) The final determination on the
covered entity’s corrected Form 8963,
“Report of Health Insurance Provider
Information,” if any.

(b) Timing of notice. The IRS will send
each covered entity a notice of its final
fee calculation by August 31st of the
fee year.

(c) Differences in preliminary fee cal-
culation and final calculation. A covered
entity’s final fee calculation may differ
from the covered entity’s preliminary
fee calculation because of changes
made pursuant to the error correction
process described in §57.6 or because
the IRS discovered additional informa-
tion relevant to the fee calculation
through other information sources as
described in §57.4(b)(1). Even if a cov-
ered entity did not file a corrected
Form 8963 described in §57.6, a covered
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entity’s final fee may differ from a cov-
ered entity’s preliminary fee because of
information discovered about that cov-
ered entity through other information
sources. In addition, a change in aggre-
gate net premiums written for health
insurance of United States health risks
can affect every covered entity’s fee
because each covered entity’s fee is
equal to a fraction of the aggregate fee
collected from all covered entities.

(d) Payment of final fee. Each covered
entity must pay its final fee by Sep-
tember 30th of the fee year. For a con-
trolled group, the payment must be
made using the designated entity’s Em-
ployer Identification Number as re-
ported on Form 8963. The fee must be
paid by electronic funds transfer as re-
quired by §57.6302-1. There is no tax re-
turn to be filed with the payment of
the fee.

(e) Controlled groups. In the case of a
controlled group that is liable for the
fee, all members of the controlled
group are jointly and severally liable
for the fee. Accordingly, if a controlled
group’s fee is not paid, the IRS may
separately assess each member of the
controlled group for the full amount of
the controlled group’s fee.

§57.8 Tax treatment of fee.

(a) Treatment as an excise tax. The fee
is treated as an excise tax for purposes
of subtitle F (sections 6001-7874). Thus,
references in subtitle F to ‘“‘taxes im-
posed by this title,” ‘“‘internal revenue
tax,” and similar references, are also
references to the fee. For example, the
fee is assessed (section 6201), collected
(sections 6301, 6321, and 6331), enforced
(section 7602), and subject to examina-
tion and summons (section 7602) in the
same manner as taxes imposed by the
Code.

(b) Deficiency procedures. The defi-
ciency procedures of sections 6211-6216
do not apply to the fee.

(c) Limitation on assessment. The IRS
must assess the amount of the fee for
any fee year within three years of Sep-
tember 30th of that fee year.

(d) Application of section 275. The fee
is treated as a tax described in section
275(a)(6) (relating to taxes for which no
deduction is allowed).
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